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EO Technical Ass1stor

1? MAR 1382

Dear Sir or Madam:

We have considered your appltcatton for recognttion of exemptton from
Federal income tax under sectton 501 (c)(3) of the Inte,';:;"l Revenue Code.

According to your Arttcles of Association, you are organtzed for the
purpose of providtng for your members recreational fac11tt1es such as
dining, dancing, party facilities, and a place to have alcoholic beverages
served under the pool system for personal consumption only.

Your only acttvtty ts the operation of a club for the use of members and
guests. The club serves food, alcoholic beverages, and provides a place
for dancing and meeting. Membership dues are $ per year and the only
reou1rements for membership are that the prospective member be of goo"
moral character and at least 18 years of age.

For the period ending . receipts were from dues in the
amount of $ and sales (presumably primarily beverage sales) of
$ . Expenditures were as follows: cost of sales $
rent $ , and supplies, taxes. legal. and professional expenses
of $ .

Section 501(c)(3) of the Code provides exemptton for:

"Corporations•••organized and operated exclusively for religious.
charitable, •••or educattonal purposes •••• no part of the net earn
ings of whtch inures to the benefit of any prtvate shareholder or
individual .....

Sect10n 1.501{c)(3)-1 of the regulat10ns prov1des, 1n part. as follows:

II (a)(l)In order to be exempt as an organization described in section
SOl(c)(3). an organizatton must be both organized and operated
exclusively for one or more of the purposes spectfted in such
section. If an organizat1nn fails to meet either the organizational
test or the operational test. it 15 not exempt."
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(?,) (1 ) (1  )An organization 1 s organized exclusively f o r  one o r  more 
:xcr:lpt purposes only i f  I t s  a r t i c l es  of or'ganlza t l on  (referred t o  I n  

t b l s  sectlon as I t s  "ar t lc les" )  as deflned I n  subprragraph (2) of t h i s  
~ ~ a r a q r n p h  : 

(a)Limi t  the purposes of such organfxation to  o m  
o r  nore exenpt pumses; and 

(b)Qo not expressly empowr the organlzatlon t o  
erl[.!age, otherwise than as an insubstanttat par t  of I t s  
ac t i v i t i es ,  i n  a c t l v l t l e s  whlch i n  themselves are not i n  
furtherancp o f  one o r  more exempt purposes." 

' .)) ( 4 )D i s t r i k j t i on  of assets on dlssolutlon. An .organfzatlon 
r not organized exclusively f o r  one o r  more exempt purposes 
'.i . less i t s  assets are dedicated t o  an exempt pums,e. An 
QI-ianfzation's assets w f l l  be consfdered dedlcatsd t o  an 
exempt purpose, for  example, If, upon dissolutlon, such assets 
would, by reason of a pmvls lon I n  the organlzatlon's a r t l c l es  
o r  by ~ p e r a t l o n  o f  law. be dis t r ibuted for one o r  more exempt 
p!lrposes, o r  t o  the Federal Government, o r  t o  a State o r  local 
(iovernn~nt, f o r  a pub1 l c  purpose, o r  mwld  be dlst r lb i r ted by a 
cour t  t o  another organlzatlon t o  be used I n  suchmanner as f n  
the jt~dgment of the court w f l l  best accomplish the general 
purlloses f o r  whlch the .lissolved organizatlon was o anlred. '9 However, an organlzatlon does not meet the organlzat anal tes t  
i f  i t s  a r t i c l es  o r  the law of the State i n  whlch i t  was created 
provide tha t  i t s  assets would, upon dlssol utlon, be, d l s t r i  buted 
t o  i t s  men~bers o r  shareholders. " 

" (c) (1 )Primary a c t l v i  t ies.  An organlzatlon w i l l  be regarded as 
"operated exclusively" for one o r  more exempt purpases only I f  It 
engages pr imar i ly  i n  a c t i v i t i e s  which accampllsh one o r  more o f  
such exempt purposes sped f ied lr! section 501 (c)(3). An organ1 r a t i o n  
will not be so regarded if more than an Insubstantial par t  o f  I t s  
activities I s  not  I n  furtherance o f  an exempt purpose." 

Since your Ar t i c les  of Assodation do not limit your purposes t o  one 3 r  
<-,-,r!: o f  :fie exempt purposes speclfled In  section 501(c)(3), do not 
/;tj:.::ai . I: qroyer d is ro lu t ton  provision to dedicate your assets f o r  

- 1  1 -  - , , ; , , r!!rFoc,pS, awl expressly empower you to engage i n  a c t i v i t i e s  . , i- l.::~{-lsc-?i V~:S arr; :jot i n  r UI --Lh-w-npq WU, -.., nf char1 tab1 e P U ? ~ ~ S ~ S ,  YOU 
- - -  8 \,.,I c j i ,,, ; :: :i; t?r! r , r . c . , ~ ~ l f  ;rs t iondl requirements of section ~ U I  \c; j \+ ,  . 

, .?!,;i ti.::. . your on1 ~ ~ c t i v i t y  of operating a club for members serves 
r. c.ri t i t i ~ : l \  D U ~ C Q S C .  Since YOU are not organlzod and operated exclusively 

r .  ,P ,. ,' , * - f  :?!?lc purpor,r.$, VOIJ do not  qua1 i f y  f o r  tax-exemption under 
- ,  . .. i ' ;!I [ c )  !') and  :,x~vlption I s  denied. 



Rased on th, $nfomt lon  you have fumlshhd, It i s  u7llkely you hid 
q u a l i e  for m t 1 m  under any other teetion of the Code. You 
should ti la Fedam1 1 rsch tan raturns . .,*it 

If yw a g m  *I& thew conclustons or  do not *Ish t o  f i l e  a Wttcn 
r rate st, ptmse'sign and return fom 6018 I n  the enclosed salt  -addressed '?. 
envelope as (rmn as possfble. 

I f  you do not agree wlth these conclu~lons~ you nay, u l th in  30 f k m  
tho date of th is  letter, f i l e  In  dvpllcate a b r l r f  o f  the facts%, 
and a-t that clearly sets forth your posltfon. If yao h l n  an 
oral d~iscusslon of the issue, please indfrtate this I n  your pratest. T M  
enclosed Publlcatfon @2 g lvw t f ~ ~ t r u c t i o n s ~  for f l l l ng  a protest. 

If you do not f i l e  a protest wlth t h l 8  of f ice wtthln 30 days o f  the data 
o f  th ls  report or  letter, thfs propbred detenninatlon will become f inal. 

If yv~ do not protest t h i s  proposed detenninatlon I n  a tfmelv mnner, 
It nil1 be considered by the Internal Revenue Servlce as a fa l lure to 
exhaust available a&lnlstrative ?emdies. Sectlon 7428(b)(2) of  the 
Internal Revenue Code provides I n  part that, "A declaratory judgslent or  
decree under th is  section shall not be Issued In  any proceeding unless 
the Tax Court, the Court o f  Claim, or the d l s t r l c t  court of the United 
States f o r  the Distrte, of C o l d l a  determines that the organization 
Involved has exhausted acbnlnlstratlve rmiqn;  available to I t  wlthin 
the Internal Revenue Service." 

If th ls  determlnatlon l e t t e r  k m s  a flnal detetmlnation. ue~ w i l l  
not l fy  the appmprfate State O~f ic la ls ,  as required by sectlon 6104(c) 
of the Code, that based on the I n t o m t i o n  tm have, we are unable to 
recognize you as an organization of tb type descrl bed i n  Code section 
501 (c) (3). 

I f  you have any further questions, please contact the  person whose nama 
and telephane manber are shown a t  the beginning of th ls  letter. 

Sf ncerel y yours, 




